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ABSTRACT 

The U.S. District Court ruling in Rorlriguez vs San 
Antonio Independent School District, which struck down Texas' school 
finance system as inequitable and unconstitutional, provided the 
impetus for publishing this interim report. The report documents the 
growing cost of State-supported public school programs — the primary 
concern prior to the Rodriguez decision. It also provides preliminary 
estimates of the pote**tial cost of equalizing fiscal resources among 
the schoo]. districts in the event the Rodriguez decision should be 
upheld by the Supreme Court of the United States. One section is 
devoted to a discussion of full State funding as an alternative 
method of finance, and e.camines the concept's costs and problems^ 
(Author/JF) 
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Honorable Ben Barnes 
Lieutenant Governor of Texas 
State Capitol 

Austin, Texas 78701 



Dear Governor Barnes: 

In your letter of June 28, 1971, requesting the Texas Research League 
to. make an in-depth study of the Texas Foundation School Program, you 
expressed the hope that a report might be available in time for consid- 
eration by any Special Session of the Texas Legislature called for the 
Summer of 1972. The League's full report will not be available before 
late Fall of this year. However, in view cf the potential importance 
of the recent Federal Court decision in Rodriguez v. San Antonio ISP, 
et al. , on public school finance in this State ^ we deemed it advisable 
to prepare and submit this interim report • 

This report documents the growing cost of sta-e-supported public school 
programs which was the primary concern prior to the Rodriguez decision. 
It also provides preliminary estimates of the potential cost of equal- 
izing fiscal resources among the school districts should the Rodriguez 
decision be upheld by the U, S* Supreme Court, 

Finally, the report suggests that the Legislature meeting in Special 
Session might wish to consider taking two precautionary actions which 
would facilitate the task of resource equalization in 1973, should the 
Rodriguez decision be sustained, 

1, Provide machinery for objectively measuring the 
local district resources which might have to be 
equalized with state aid; and 

2, Discourage further enrichment increases during 
1973 by high-expenditure districts which could 
raise the cost of any state equalization program 
that might be required if the R odriguiez decision 
is upheld by the U, S, Supreme"^'Court , 

The League's final report will contain projections of prospective school 
costs under several alternative school finance plans which the Legisla- 
ture may wish to consider in 1973, 
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THE RISING COST OF PUBLIC EDUCATION 



NATIONAL TRENDS 

In 197 0 the United States spent $54 billion for public education or 5^ 
percent of its Gross National Product.^ That meant the share of the 
Nation's economic goods and resources devoted to education had more 
than doubled from the 2h percent level in 1953. Some of the increase 
could be attributed to enrollment growth, but that growth had begun to 
taper off in the late 1960s because of declining birth rates. Despite 
the relatively smaller increases in the number of students to be edu- 
cated in recent years, expenditures have continued to expand - and at 
an accelerated pace. 

A million more teachers have been hired nationwide in the past five 
years, with the total rising from 3.2 million in 1965 to 4.2 million 
in 1970. Public education emplo^Tuent has doubled since 1957 and tri- 
pled since 1948. 

In I960, average salaries in education were virtually the same as those 
in private industry • Between i960 and 1970, the average salaries paid 
public educators outpaced salary increases in private industry by more 
than 25 percent. 

After examining similar figures and projecti.ons , the President's Com- 
mission on School Finance recently concluded: 

Th^ greatest single cause of the increase in pro- 
^ jeated educational costs during the coming decade 

is ins true tional salaries , Continuing pressure 
from parents for smaller classes ^ greater senior- 
ity and education levels of teachers ^ and stronger^ 
teacher unions will send these costs soaring ^ even 
in the face of a leveling off of enrollment toward 
the middle of the decade and even a decline toward 
the end. 

These projections are expressions of continuing 
trends. The alternative ^ simply stated^ is to 
reverse the trends ^ where possible ^ and to devise 
means to increase productivity of existing re^ 
sources. That is not easy^ because it requires 
the separate as well as the concerted efforts of 
every level of government as well as of educators ^ 



1 

Figures in this section were taken from the National Income Ac- 
conn ts , U, S. Department of Commerce / Office of Business Economics , 
and represented the public education component of the Gross National 
Product . 
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administrators y and public officials . But it is 
po s sible ^ and it is essential if this Nation is 
to achieve the goals of equal educational oppor- 
tunity and quality education for every child. 

Available data on public school expenditures indicate that the national 
trend has been much the same for Texas. 



TRENDS IN TEXAS 

Expenditures for public school education in Texas totaled $2.1 billion 
in 1970-1971 - almost three times the $750 million spent in 1960.'^ 
Durinr this period, the number of students increased by 37 percent. 
Expenditures per student doubled from $416 in 1960 to $855 ir 19 71. 
Average salaries for professional personnel increased by 81 percent 
from $4,677 to $8,486 while the ratio of students to teachers, etc., 
dropped from 20.5 to 17.8 between 1960 and 1971. An additional 51,600 
professional persons were employed to handle the larger number of stu- 
dents and to lower staffing ratios. Payroll expenditures for nonpro- 
fessional school personnel likewise grew from $61.7 million in 1960 to 
more than $221 million in 1971. 

Foundation Program Cost Increases . The request for a League study of 
school finance proposed an in-depth examination of the prospective im- 
pact of the Foundation School Program on state and local government in 
Texas for the next decade. Chart 1, on the following page, illustrates 
the growth in Foundation Program costs which has created concern about 
its impact. Increases experienced or mandated for the period from 1969 
through 19 73-1974 nearly matched the total growth in program costs for 
the prior ten-year period. Further increases, including an automatic 
$600 addition to the minimum salary schedule for 1974-1975 , were com-- 
mitted by legislation passed in 1969. 

Enrollment Stability . Prospective Foundation Program cost increases 
are anticipated throughout the decade of the 1970s , despite a projected 
decline in school enrollments. Table 1 indicates that average daily 
attendance is expected to decrease by more than 34,0 00 students between 
the current school year and 1976-1977 - despite the expansion of the 
Foundation Program to include more than 100,000 additional kindergarten 
students . 



1 

The President's Commission on School Finance^ Schools , People • 
and Money: The Need for Educational Reform , Final Report, 1972, p. 22. 
2 

Source for the following comparisons: Texas Education Agency, 
Estimates and Projections for Texas Public Schools , April 1972, and 
unpublished data from TEA files . 
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Table 1 

PROJECTED ATTENDANCE IN TEXAS PUBLIC SCHOOLS 



Average Daily Attendance 

Year Grades 1-12 Kindergarten Total 



1971-72 2,455,900 47,600 2,503,500 

1976-77 2 , 313 , 600 15 5 ,500 2 , 469 , 100 

Difference - 142,300 + 107,900 - 34,400 

SOURCE: Texas Education Agency, Estin>ates and Pr ojec - 
tions for Texas Public Schools , 1972,'Table VII . 

Cost Components . The components of the projected Foundation Program, 
cost increase for the next school year are reflected in Table 2 on the 
following page. Salary increases account for 91 percent of the total. 

Personnel Projections . The League's final report will make a new pro- 
jection- of the costs of state -supported educational programs throughout 
the decade of the 1970s. However, some indication of major determinants 
of future program costs may be found in the Texas Education Agency's 
projection cf professional personnel requirements and prospective stu- 
dent-personnel ratios as seen in the following table. 

Table 3 

PROJECTED PROFESSIONAL PERSONNEL REQUIREMENTS AND 
STUDENT-PROFESSIONAL RATIOS, 1971-72 TO 1976-77 

Foundation Program Personnel Other Ratio, ADA to 

Year Regular Spec. Ed. Voc . Personnel Total Professionals 

1971-72 110, 136 8 , 566 6 , 800 12^*^,^02 15 , 998 141 ,500 17.69 

1976-77 108 , 623 17 ,900 10 , 673 137 , 196 14 , 485 151 ;681 16 .28 

Differ. - 1,513 +9,334 +3,873 +11,694 -1,513 +10,181 - 1.41 



SOURCE: Texas Education Agency , Estimates and Pro j ect ions for Texas 
Public Schools , 1972, Table X. 
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As the table shows, the Texas Education Agency anticipates that more 
than 10,000 additional teachers will be employed in the next five years, 
despite the projected net decline in enrollment for the same period. 
^ .[indergarten teachers are included in the "regular unit" category, but 

:hey probably account for at least 6,500 positions in the total. However, 
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the biggest projected gains will be in the special education and voca- 
tional education categories, where staffing patterns are left to the 
discretion of the State Board o£ Education. All told. Foundation Pro- - 
gram personnel are expected to increase by 11,694, "Other" personnel 
(hired from local resources, including federal aid) are expected to de- 
cline by about 1,500 units. Together, the projected personnel increases 
are expected to drop the pupil-professional personnel ratio by about 
eight percent in five years. 

Pressures Produced by a Teacher Surplus , Education is a labor-intensive 
enterprise. More than 85 percent of the total current operating . costs 
for most districts is devoted to salaries. In a traditional educational 
system,^ there are only three ways to effect any substantial savings in 
labor costs : 

1. Reduce the clientele coverage (raise the minimum and 
lower the maximum ages for required school attendance} ; 

2. Increase the productivity of the average school t^m- 
ployee by raising the ratio of students to e!r.pioyees 
(primarily by hiring fewer professionals! :? or 

3. Reducing salaries and/or fringe benefits such as re- 
tirement contributions by • the employer. 

Reducing clientele coverage or raising student-employee ratios would 
have the effect of cutting back on the number of jobs available, and 
intensifying a problem which is already reaching critical proportions 
for the educational profession. 

It has been estimated by the National Education Association that there 
will be more than two candidates for every school job in the United 
States in 1972-1973, and that the teacher surplus will grow steadily 
larger throughout the decade.^ The NBA projects a "job shortage" of 
more than 900,000 positions by 1975, with the total doubling again by 
1980. The solution to this problem, according to NEA, is "improvement 
of School Quality," and the Association proposes: 

Replace teachers having > substandard qualifications^ 
reduce maximum class size to 2 4 in elementary 
schools and maximum teaching load to 124 in second- 
ary schools. - ^ 

- Enlarge offerings o f kindergarten and nursery . . - . 

'- Enlarge offerings . . . curtailed because of teacher 
shortages . . 

- Reduce the impact of teachers misassigned. 

- Enlarge the coverage of special education pro- 
grams .... ^ 

i 

O Research Division , National Education Association , "Research 
tryCietiii," Vol. 49, No. 3, October 1971. 
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- Fill positions created b]/ normal \ turnover and 
enrollment change. 

Prospects for Modifying State Foundation Program Costs , The total cost 
of the Foundation Program could be reduced by changing the formulas 
which allocate personnel and operating allowances or by reducing the 
guaranteed salary schedule. The cost of the Foundation Program to the 
State could be reduced by shifting a larger share of that cost to local 
districts • These and other options will be explored in detail in the 
League's final report, along with the probable results of alternative 
changes. ^See Study Outline in Appendix A.) 

It seems unlikely that the Special Session of the Texas Legislature 
meeting in 1972 could substantially modify either the total Foundation 
Program cost or the State's share of that cost in the 1972-1973 school 
year. In many districts, local budgets already will have be<in approved, 
teacher contracts will have been signed and local taxes levied. Any 
state action reducing the number of approved positions, shortening the 
school term (and cutting minimum salaries) or requiring higher local 
contributions to the Foundation Program in the coming school year prob- 
ably might require local districts to cancel contracts or levy new local 
taxes in an unreasonably short period "of time. 

Any action aimed at reducing the ipJ.nimum program level guaranteed by 
the .State also would tend to widen the gap between program levels in 
rich and poor districts - the problem which led the Federal District 
Court to declare the Texas school finance system unconstitutional in 
Rodriguez v. San Antonio ISP, et al ,-^ The Court said: 

. . . the current system of financing public educa- 
tion in Texas discriminates on the basis of wealth 
by permitting citizens of affluent districts to pro- 
vide a higher quality education for their children^ 
while paying lower taxeSj, fandj this Court concludes 
. . . that the plaintiffs have been deni ed equal 
protection of the laws under the Fourteenth Amende 
ment to the United States Constitution by the opera- 
tion of Article 7 ^ p. of the Texas Constitution 
and the sections of the Education Code relating to 
the financing of education^ including the Minimum 
Foundation Program* 

Now it is incumbent upon the defendants ( State" -i^'om- 
missioner and Board of Education^ State Attorney Gen- 
eral ^ San Antonio School District ) and the Texas 
Legislature to determine what new form of financing 
should be utilized to support public education . The 



1 

. United States District Court, Western District of Texas, San 
Antonio Division , Demetrio P. Rodriguez, et al • , v. San Antonio In- 
pendent School District, et al. , Civil Action No. 68-175-SA, December 
23, 1971. . 

O * 

ERIC 
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(Emphasis added.) 



The problem with the present system, according to the Court, was typi- 
fied in a comparison of taxes and school expenditures per pupil between 
two school districts in Bexar County. "Despite its high /"tax; rate, 
Edgewood produced a meager twenty-one dollars per pupil from ad valorem 
taxes, while the lower rate of Alamo Heights provided $307 per pupil. 
Nor does State financial assistance serve to equalize these great dis- 
parities. Funds provided from the combined local-state system of fi- 
nancing in 1967-68 ranged from $231 per pupil in Edgewood to $543 per 
pupil in Alamo Heights." (Quotation from Court Opinion.) 

The remedy ordered by the Court requires the Commissioner of Education 
and the State Board of Education to "reallocate the funds available for 
finarcial support of the school system, including, without limitation, 
funds derived from taxation of real property by school districts, and 
to otherwise restructure the financial system in such a manner as not 
to violate the equal protection provision of both the United States and 
Texas Constitutions." In addition, defendants were restrained from 
"giving force and effect" to Article 7, p. 3, of the Texas Constitution 
(empowering school districts to levy ad valorem taxes) , and the financ- 
ing provisions of the Texas Education Code, including the Foundation 
Program. 

In essence, the San Antonio District Court declared that the resources 
available for educating each child in Texas' public schools must be 
equal . 

The Court did not say that spending on each child must be equal, or 
that local property taxc3 r:ust be abolished as a source of school sup- 
port . 

The Court said that a v;ide variety of financing plans would be accept- 
able, including systems which incorporate local property taxes, "so 
long as the variations in wealth among the governmentally chosen units 
do not affect spending for the education of any child." 

A two-year delay was granted by the Court to "afford the defendants 
and the Legislature an opportunity to take all steps reasonably feasi- 
ble to make the school system comply with the applicable laws . . . ." 

If the Rodriguez decision is reversed by the U. S. Supreme Court, the 
Legislature in 1973 might be able to consider alterations in the Foun- 
dation Program apart from the effect of such alterations on the total 
resources available to local districts. 
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THE PROBLEM OF EQUALIZATION 



THE TEXAS SCHOOL 
FINANCE SYSTEM 

Five levels of gove:-nment are involved in the Texas school finance 
syste^i as portray in Chart 2 on the following page. This system in 
197G-1971 provided $2.1 billion of revenue, consisting of 10.9 percent 
frC'^-n the Federal Governii^ent , 48.0 percent raised at the state level, 
and 41.1 percent provided at the local level. 

The Federal Government provided about $230 million,* of which $165 mil-- 
lion was funneJ.led throrgh the State and $62 million was sent directly 
to local school districts. The State added another $1,012 million of 
resources, spending $117 million directly, and passing the remainder to 
local school districts, to regional service centers and to county su- 
perintendent offices. 

Local school districts thus received funds directly from the Federal 
Government, from th.=* State and from county offices* To thesie resources 
was added $865 million from local property taxes and other revenue. 
This system enables local school districts to spend 93 percent of the 
school funds Wiiile levying 41 percent of the school taxes. The opera- 
tion of the syr::tem depends heavily on a variety of state and federal 
formulas for distributing these funds to individual school districts. 
The Federal Court declared this system of school finance to be uncon- 
stitutional in Rodriguez v. Sam Antonio ISD^ et al . The decision, which 
has been appealed to the U, S. Supreme Court, was based on the operation 
of the total finance system without singling out any component of the 
system. 

Foundation Program . The largest component of the school finance system 
in Texas is the State Foundation School Program which was the mechanism 
for distributing $875 million of the $1 billion that the State sent to 
local districts in 1970-1971. The Foundation Program was designed to 
provide for each school-age child a minimum or basic educational program 
which would be jointly financed by state and local resources. 

Standing alone, the Foundation Program presumably meets the Court's 
standard of an educational system that is not a function of wealth other 
than the wealth of the State as a whole. Despite its imperfections, the 
Foundat:'-on Program does attempt to equalize resources up to the guaran- 
teed Foundation level. However, the Foundation Program is only a part 
of a total system declared unconstitutional by the Court, and it was 
never meant to restrict or balance local enrichment efforts. In fact, 
the Gilmer-Aikin Committee which proposed the Minimum Foundation Program 
in 1948 explained : 



* Excludes aid for post-secondary education which was not segregated in 
the lexas Education Agency's Estimates and Projections for Texas Public 
Schools published in April 1972. 
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The funds derived from local taxation for t^:c sup- 
port of the . . . program should not exhaust local 
taxing power for education , Each di strict should 
have local tax resources to he applied toward ad- 
justments and enrichment , 

By "enrichment/' the Gilmer-Aikin Committee apparently r ^nt the addi- 
tion of kindergarten and adu^.t education^ improved facilx':ies and other 
services, as well as more personnel and higher salaries beyond the 
state minimum schedule. However, enrichment in most local districts 
has tended to stress higher salary schedules rather t*han addi1 ional^ pro^ 
grams. 

A WIDENING GAP BETWEEN THE 

FOUNDZ^TION PROGRAM AND LOCAL ENRICHMENT 

During the late 1950s and early 1960s when the Natic:. was trying to edu- 
cate students produced by t.La post-World War II "baby boom" with a teach 
er force recruited from the children born in the lean Depression years 
of the 1930s, all states suffered from a chronic shortage of well-quali- 
fied teachers. In the competition for new teachers, the standard of 
effort in Texas became the comparison with a calculated national average 
teacher salary* 

To produce an average state salary in Texas which compared favorably 
with the national average, it was necessary to combine th<^ minirnurr sal- 
aries guaranteed in all districts under the Foundation Program with the 
supplements paid in districts which "enriched" their salary schedules 
to attract better teachers. For example, a state tax study committee 
called attention to the fact that some districts already paying above 
the state level had failed to "pass on" an increase mandated by the Leg- 
islature in 1961 (they did not raise local t£ixes to produce an amount 
equivalent to the increase in the state schedule) . softer the 1967 in- 
crease in the sta 3 minimum salary schedule by the Legislature, the 
State Commissioner of Education notified all loca]. districts that he 
believed the Legislature intended that the raise be "passed on" by dis- 
tricts which already exceeded the required minim.um level. 

In part because of the effort to keep pace with a hypothetical national 
average salary, and in part because the components of the FouJidation 
Program were not expanded, the expenditure gap between rich and poor 
districts grew steadily from 1949 to 1969. A comparison of profession- 
al salaries in Table 4 on the following page shows the growth of salary 
supplements, despite increases in the minimum schedule. 



1 

G ilmer-Aikin Committee on Education, To Have What We Must , 1948, 
pp. 14-15. 
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Table 4 

COMPARISON OF riSTRICTS PACING AT DIFFERENT 
SALARY LEVELS, SELECTED YEARS: 1957-1958 TO 1971-1972 



Number of Districts by 





State 


Minimum 


Size cf 


Supplements 


Total 






No . of 




$501- 


Over 




Districts 




Amount 


Districts 


$1-500 


1,000 


$1,000 


Total 


Reporting* 


1957-58 


$3,204 


659 


270 


81 




351 


1 , 010 


61-62 


4 ,014 


702 


305 


79 




384 


1,086 


65-66 


4 ,104 


649 


285 


126 


15 


426 


1,075 


67-68 


4,734 


59C 


260 


182 


20 


462 


1,060 


69-70 


5, 337 


520 


260 


148 


. 4 7 


455 


975 


70-71 


6,000 


520 


244 


136 


33 


413 


933 


71-72 


6 , 000 


544 




130 


39 


420 


964 


*The total 


number 


of distric 


ts in the 


State 


declined 


from 1 , 725 in 19 57- 


1958 to 1, 


161 in 


1971-1972 . 


It is assumed 


that most 


of those 


dis tricts 


which did 


not report were payin:; the 


minimum schedul 


e . 





SOURCE; "Research Bulletin: Salary Schedules for Classroom Teachers 
of Texas Public Schools," Texas State Teachers i .ssociation . 



The Texas Research League first called attention to the growi.'ig gap be- 
tween the Foundation Program level and the expenditure level in districts 
with enriched programs in a 1957 report following a study of school fi- 
nance made at the request of the State Board of Education."^ The League 
report noted that the Foundation Pj.ogram covered approximately fo^^r of 
every five dollars spent locally in 1949, but only three of four 1956. 
The League proposed that the basic state program be expanded to xnclude 
most of the personnel and salary supplements provided in the affluent 
districts, with part of the cost defrayed by requiring larger contribu- 
tions to their own programs from districts with greater local tax-paying 
ability. No action was taken on the League's recommendation. 

In 1968, the Committee on Public School Education appointed by Governor 
John Connally reported that the Foundation Program coverage had dropped 
in the previous ten years until it then included only two^thirds of the 
dollars spent locally on current programs of education.^ Following the 
Committee's rocommendations , the Legislature substantially expanded the 
coverage of the Foundation Program, but it failed to adopt the Commit- 
tee's further proposal that would have increased the contribution to 
program costs by more able local districts. Tak3n together, the two 



1 

Texas Research League, The M j.nimum Foundation School Program in 
Texas , Report no. 4, 1957. 
2 

Committee on Public School Education, Research Report No. V, 
' Financing the System , 19 69 . 



13 



proposals would have reduced substantially the gap between the Founa."^- 
tion Program expenditure level and the level provi.ded by those distric'-s 
able to devote large sums of local tax money to enrichment. 

The Federal Court considering the Rodriguez case postponed its decision 
while waiting for the Legislature to act on the pioblem of equalizing 
resources during the Regular Session in 1971. Th6: decision was finally 
rendered when the Legislature failed to pass bills proposed by an in- 
terim Committee of 18 which had restudied the schcol finance equaliza- 
tion problem in 197 0.^ The Committee's proposals were embodied in SB 
406 and SB 407. 

It should be noted, however, hat the changes proposed by the Committee 
of 18 were designed only to reallocate responsibility among local school 
districts for raising the combined 20 percent share of the Foundation 
Program costs • The Committee dia not recommend an;/ action to limit en- 
richment or to reduce the spending gap between rich and poor districts. 

It should also be noted that SB 876 considered by t:he Legislature in 
1971/ requiring the State to assume the full cost c>f the Foundation Pro- 
gram, would have compounded the problem of unequal resources. The effect 
on Edgewood compared to Alamo Heights (two Bexar County districts in- 
volved in the Rodriguez suit) illustrates the problem: 

Resources Per Student (ADA) 

Foundation Program 
Local State Other Total 



Edgewood $ 8.46 $348.45 $241.37 $598.28 

Alamo Heights 100.45 391.26 486.37 973.08 



If the State took over the full cost of the Foundation Program, Alamo 
Heights would get an additional $ 100 . 45 per student in state aid , com- 
pared to only $8.46 per student in Edgewood, where 97.6 percent of the 
Foundation Program costs already are paid by the State. The gap in to- 
tal resources per student between Edgewood and Alamo Heights would have 
been increased from $379.80 to $471.79 by full state financing of ^che 
Foundation Progi^am. 



RESOURCE EQUALIZATION: 
THE TOUGH CHOICE 

Equalization of resources among 1,149^ local school districts in Texas 
would require a difficult choice between (1) cutting back on the spend- 
.ing levels (jobs and salaries) in some districts in order to bring the 
rest up to the state average; or (2) providing substantially increased 



i 

See Texas Research League Bulletin No. 5, March 3, 1971. 

2 

O Excludes 30 districts that did not levy pro per ty taxes in 1970- 

ERJC 1971, such as schools in state institutions and on military bases. 



funds to bring the poorer districts' resources up to the level enjoyed 
by the more affluent districts. 

The extent of the disparities in revenue from state and local sources 
may be seen a little more clearly by reference to example districts. 



Table 5 

COMBINED STATE-LOCAL REVENUE PER STUDENT 



IN EXAMPLE DISTRICTS, 


1970-19 


Edgewood 


$ 418 


Dallas 


791 


Odessa 


808 


Alamo Heights 


913 


Deer Park 


1,277 


Andrews 


1,708 


Loving 


3,363 


State Average 


704 



NOTE: State-local revenue includ'^s local taxes for 
debt service which could nt be segregated 
from operating revenues in this analysis. 

THE COST OF EQUALIZING 
RESOURCES AT ALTERNATIVE LEVELS 

In the Rodriguez decision, the Court directed the Legislature and state 
officials to "take all steps reasonably feasible to . • • reallocate the 
school funds, and to otherwise restructure the taxing and financing sys- 
tem so that • . . educational opportunities are not made a function of 
wealth other than the wealth of the State as a whole . • . 

No guidelines were provided in the case or in the clarification of the 
original order as to what might constitute an acceptable (or "reason- 
ably feasible") level of resource equalization. In addition, the de- 
cision did not make clear whether or not local property tax revenues 
for debt service must be included in the equal-resources-per-child re- 
quirement. The decision stipulated only that "funds available for 
financial support of the school system, including, without limitation , 
funds derived from taxation of real property by school districts i ~." 
must be reallocated on an equalized basis. 
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If the Rodriguez decision is upheld and strictly interpreted, it might 
mean that all available resources, including receipts from local debt - 
service property taxes, would have to be dis+ributed equally on a per- 
student basis. However, "reasonably feasible" might be interpreted to 
allow some degree of local enrichment above an equalized-resource level. 
For example, a Wyoming State Court order invalidating the school finance 
system in that state has said that up to 15 percent leeway for enrich- 
ment would be acceptable. That same decision excluded capital construc- 
tion and debt service froia the equalization edict. 

Table 6, on the following page, shows the impact on Texas school dis- 
tricts of equalizing combined 1970-1971 state-local revenues at various 
levels per student. (See Appendix B for a district-by -district analysis.) 
The table shows the percentage of total students in the State that would 
be included at each equalization level, and the number of districts which 
would gain and lose revenue by the total amount of gain or loss. Final- 
ly, the table shows the net cost of equalization (losses subtracted from 
gains) . If districts with revenues above the equalization levels were 
"saved harmless" (permitted to continue at their current level), the to- 
tal cost of equalization would be the amount gained by districts below 
the equalization levels. 

As Table 6 shows, equalization at the state level (just below the Waco 
ISD average) would have cost no more, providing $131.5 million had been 
taken from 622 districts to be given to 527 other districts. If dis- 
tricts above the $704 per-student average had been allowed to maintain 
their current level, the State would have been required to raise an ad- 
ditional $131.5 million to bring approximately 51 percent of the students 
in the State up to the average revenue level* 

Raising the 1970-1971 average by $100 per pupil ($804 - just below the 
Odessa level) v;ould have given 748 districts with 86 percent of the stu- 
dents an additional $306.4 million. Four-hundred one districts would 
have lost a total of $58.9 million at that level, unless they were 
"saved harmless c" The net cost (without a "save harmless" provision) 
would have been $247.6 milxion. 

To equalize resources for 90 percent of the students at the $861 level 
(about the average of Columbia-Brazoria ISD) would have given $430.9 
million to 825 districts, but 324 districts still would have lost $42.5 
million without a "save harmless" clause. The net cost (gains minus 
losses) would have been $388.4 million. 

Equalization of resources for 95 percent of the students (at about the 
Texas City ISD average of $959) would have benefited 916 districts by 
a total of $654.9 million, but 233 districts would have lost $24.4 mil- 
lion, leaving a net cost of $630.5 million without a "save harmless" 
clause . 

To reach 99 percent of the students at $1,2 77 each (approximately the 
Deer Park ISD level) would have cost $1.4 billion , and there would still 
have been 102 districts losing a total of $6.1 million. 




Sweetwater County Planning Committee for the Organization of School 
Districts v. Leonard Hinkle, et al . , in the Supreme Cow t of the State of 
Wyoming , October Term, 1971. 
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To push equalization to the Andrews ISD level of $1,708 per student 
(covering 99,9 percent of the students) would ha/e added more than $2.4 
billion dollars to the total cost, and it stil]. would not have reached 
the level of revenues available in 36 districts of the State. Those 36 
districts would have lost a total of $1.3 million without a "save harm- 
less" clause. 

The problem of equalization without a "save harmless" provision may be 
illustrated by comparing two districts of approximately equal size - 
before and after equalization of teachers and salaries: 

Present Pattern Equalized Pattern 

No. of Starting No . of Starting 
Students Teachers Salary Teachers Salary 

Ector Co. 22,536 1,170 $7 ,445 1 ,079 (-91) $6 ,973 (--472) 

(Odessa) 

Edgewood 20,407 687 6,500 978 (+91) 6,973 (+473 

Such a wholesale revision in staffing allowances and salaries would ap- 
pear to be an unrealistic solution to the problem. 



CONTINUING 
ENRICHMENT 

At this point, it should be emphasized that the estimates cited are 
based on 197 0-1971 data. The estimates of additional cost for equal- 
izing resources could be significantly altered by the actions of the 
more affluent districts in 1971-1972 and in the coming 1972-1973 school 
year. For example, it appears that local school districts between 1969 
and 1971 increased their property tax collections by $168 million - or 
more than four times as much as would have been required to cover the 
$43 million increase in the local share of the Foundation Program. Ex- 
penditures for debt service increased only by $33 million between 1969 
and 1971, according to district reports to TEA. That would seem to 
mean that more than $90 million \n local tax receipts may have been 
available for current program enrichment during that period. 



Table 7 

ENRICHMENT INCREASE BY LOCAL DISTRICTS 
1968-1969 to 1970-1971 



Increase in Local Property Tax Collections $168 million 

Increased Local Cost of Foundation Program $43 

Plus Increased Debt Service 33 76 " 



Balance Available for Enrichment $ 92 million 



18 



PHASING IN THE INCREASED 
COST OF EQUALIZATION 

If a "reasonably feasible" equalization plan acceptable to the Court 
could be "phased in" over a period of several years, Texas could take 
advantage of projected school enrollment stabilization coupled with 
anticipated natural growth in the tax base to minimize the impact of 
change on both state and local budgets and taxpayers. In addition, it 
might be possible to take advantage of the $600 increase in the state 
minimum salary schedule already mandated to become effective in 1974 
to help reduce the funding g;ap between rich and poor districts, provid- 
ing the more affluent districts do not continue raising their own salary 
schedules from local sources in the interim. 

A future League report will analyze the potential cost of various school 
formulas for the State as a whole and for the individual districts. 



OPTIONS FOR ALLOCATING 
ADDITIONAL EQUALIZATION FUNDS 

Most of the additional local revenues above the Foundation Program lev- 
el which aro available in affluent districts go for extra personnel and 
higher salaries. For example, to "enrich" the Edgewood district program 
to match that offered in Odessa (Ector County) would have required 172 
additional teachers, a $945 increase in the minimum .salary schedule and 
more than $2 million in additional funds. There is little objective 
evidence that the employment of additional teachers or the raising of 
salary schedules produces educational benefits in proportion to the costs 
incurred. However, lower pupil-teacher ratios and higher salary sched- 
ules traditionally have been the distinguishing characteristics of dis- 
tricts with generous fiscal resources, and therefore have been popularly 
identified with the concept of "quality" education. 

The principal distinction among state school aid programs has been the 
degree to which the State specifies how local school boards may spend 
their resources for current operations. In 1968, the Committee on Pub- 
lic School -"Education found that 30 states provided aid to local districts 
on a per-student basis, while 19 states (including Texas) specified in 
some detail how the money may be spent. ^ The Texas Foundation Program 
prescribes a minimum staffing plan for every district, including the cat- 
egories of personnel who must be employed. Districts are allowed to em- 
ploy anyone who meets minimum educational preparation standards to fill 
the prescribed positions . Salaries of the personnel thus employed are 
based on degrees earned (bachelors or masters) and length of teaching 
experience . The State reimburses the districts on the basis of earned 
salaries, plus operating and transportation allowances, loss a required 
local contribution to the program. 

A number of alternative formulas for allocating public education funds 
now are under study by a variety of agencies, committees and organiza- 
tions in Texas. These include: 
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Committee on Public School Education^ Research Report No. V, 
Financing the System, p. 11, 1969* 
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1. The Texas Education Agency (serving the State Board 
of Education). Agency task forces are studying: 

1 • 1 Foundation School Program. Without regard to 
court decisions or other finance plan alterna- 
tives, analyze Foundation School Program to 
identify its shortcomings . 

1.2 Full implementation of the Governor's Cominittee 
on Public School Education Report (through 1980) . 

1.3 Present Foundation School Program plus all State 
Board of Education legislative recommendations 
since 1960 not yet enacted by the Legislature. 

1 . 4 National Education Finance Project concept of a 
comprehensive program based on weighted pupils. 

1 . 5 Others .-^ 

2 . Texas Senate Committee to Study Urban Education in Texas , 
The Committee has executed a contract with the Peat, 
Marwick, Mitchell & Co. consulting firm to provide "staff 
assistance to the Committee in its study program to devel- 
op a proposed new public school financing system for the 
State of Texas." Included in the contract is a commit- 
ment to "define three final alternative financial resource 
allocation models which meet criteria to be determined by 
t}\e Committee . " 

3. Texas State Teachers Association . A panel of three con- 
sultants long associated with public education in Texas 
has been retained to advise a TSTA committee and Execu- 
tive Director L. P. Sturgeon. The panelists are Dr , 

D . Haskew, professor of education at The University of 
Texas at Austin and former Dean of the School of Educa- 
tion; Dr . Bascom Hayes , professor of Education and 
former Assistant Commissioner of Education in the Texas 
Education Agency; and Dr. Frank Hubert, Dean of the 
College of Education at Texas A&M University. 

Several other states are actively considering new school finance plans 
aimed at satisfying the equal-resources-per-pupil requirement of 
Rodriguez and similar court cases filed throughout the Nation . 

The Research League will make no recommendations on school finance, but 
the cost and impact of major proposals advanced in Texas and in other 
states will be analyzed in a future report. 



i 

An Oat line of Tasks for Carrying Out Texas Education Agency Re- 
sponsibi lities in Terms of State Educational Finance , February 28, 1972. 
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FULL STATE FINANCING OR 
STATE EQUALIZATION OF LOCAL RESOURCES? 



Regardless of the outcome of the Rodriguez case, the cost of state-sup- 
ported public education programs will rise by about $10 0 million a year 
for the foreseeable future , (More precise estimates will be made in a 
future report.) If the Rodriguez decisicn is upheld, some aaditional 
amount of revenue will have to be provide!, depending on the level of 
equcilization chosen, the leeway for enrichn.ent which may per flitted , 
and the tiiretable required for implementation , as discussed above . 

A League Bulletin issued early in 1972 pointed out that equalization of 
resources per student might be achieved in either of two ways: (1) the 
State might assume the total financial responsibility for public educa- 
tion and prohibit school districts from levying taxes; or (2) the State 
might continue to supply state aid to equalize revenues produced from 
local taxes. 



COST OF FULL 
STATE FINANCING 

State assumption of full responsibility for financing public education 
would require a vast amount of additional revenue from some source. For 
example, the increased state cost by 197 3-2 974 under this approach might 
total nearly $1.5 billion - or more: 

Mandated Increases in Present State- 
Supported Programs $ 200 million 

Assumption of Costs Now Supported by 

Local Property Taxes 1,000 " 

Additional Revenue to Raise Average 

Par-Student Resource Level by $100 250 " 



Total Additional Cost $1,450 million 



Compared to the 1970-1971 state investment of one billion dollars in 
public education, the cost estimate above would represent a 150 percent 
increase, and it is quite possible that the total cost nf full state 
assumption might run considerabJ^y higher, depending on the equalization 
level required and the various other factors already discussed. 

Of course, additional state costs (whatever they might be) could be fi- 
nanced from any of its present or potential revenue sources. However, 
in states like New York , where full state assumption has been recommended , 
the proposal has been accompanied by the conclusion that a state property 
tax would be required to replace the revenue now raised by local property 
taxes . 
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The magnitude of the cost of full state funding, coupled with the prob- 
lems of a prospective state property tax, suggests careful consideration 
of a continued joint state-local financing plan. In addition, an im- 
pressive list of educational organizations and public officials have 
gone on record in favor of maintaining local property taxes for school 
support as a bulwark of local control in public education.^ 



EQUALIZATION PROBLEMS IN A JOINT 
STATE-LOCAL SCHOOL FINANCE SYSTEM 

The court decision in the R odriguez case referred to evidence submitted 
by the plaintiffs showing that the Edgewood school district had only 
$5,429 in local propert ; value per student, compared with $45,095 in 
the Alamo Heights district and more than $100,000 in other sample dis- 
tricts • The court concluded that state aid fell far short of offsetting 
these wide disparities, and that the more affluent districts could raise 
much more money with i.iuch less effort than could the poorer districts 
such as Edgewood. The court said that total resources per child must be 
equalized. 

Before Texas can comply with the Rodriguez requirement (if it is upheld) 
through a joint state-local finance system, three steps must be taken: 

1. A reliable system must be established for estimating 
taxable values per pupil in each district on a com- 
parable basis; 

2. An enforceable definition of taxable property must 
be adopted and uniformly applied; and 

3. The wide variations in per-student taxable resources 
among the districts must be substantially reduced. 

Measuring the Local Tax Base . An earlier study of school finance prob- 
lems in Texas concluded: 

. . . one important purpose of a state in helping 
local communities in the support of schools is to 
secure equalization of educational opportunity . , 
• . Before comparisions can he made of the rela- 
tive ability of communitie s ^ as measured by /"wealth 
per scholasticy^ it is necessary to know that tha 
communities compared have been as ses sed at approxi- 
mately the same percentage of the true value of vhe 
property, . . . [Our studies showed; that the es- 
timates as reported by the as ses sors could not be 
used . , . . 

The report then described a study of true values made by the Survey staff: 



1 

For example, see State Board of Education, "Statement of Principles , '* 
dated February 12 , 1972. 
Q 2 

^[^(^" Texas Educational Survey Commission , Tex^s Educational Survey Re- 

i^mam port . Vol. VIII, pp. 109-127. 



23 



In this task a group of experienced men were given 
specific directions as to procedure , They first 
secured from the county clerk ' s office the sale 
value of the pieces of property as shown in the 
record of deeds. A sufficient description was oh- 
tained of each piece of property so that when it 
was taken to the assessor ^ s office it was possible 
to locate it on the rolls. The assessed valuation 
was then obtained , When the assessed value and the 
sale value of all pieces of property sold during 
the period under consideration had been obtained y 
it was possible to determine the percentage the as- 
sessed value of the property was of its sale value, 
When this is done with care^ as it was in the Sur- 
vey^ there is obtained a fairly accurate relation- 
ship between assessed valuation and true valuation. 

If ability and effort are made the bases of appor- 
tionment ^ it will be neces sary to have provision 
made for some State body to constantly study the 
relationship between the assessed and the true val- 
uations of property. In the determination of abil- 
ity the true value rather than the as scs sed valua- 
tions should be Uised. To establish this plan would 
require^ at leasts several years. 

The author's prediction that the establishment of his plan would require 
several years proved to be something of an understatement. The proposal 
was made in the Texas Educational Survey Report published in 1925. 

The problem is still the same. The Committee on Public School Education 
in 1968 reported that the state average ratio was 30 percent, but there 
were very wide variations among the districts.^ To compare the relative 
ability of the districts to support their own educational programs, their 
tax bases must be indepe.^dently measured by a common yardstick. A+- least 
29 'States use assessment-sales ratio studies to determine total market 
value of property subject to taxes in each district as the common denom- 
inator for allocating state equalization aid. Texas still does not have 
ary central source of information for establishing the relative ability 
to pay taxes in evt.ry district. 

At present, local district tax-paying ability is indirectly measured by 
the Texas Education Agency through a complex set of formulas based pri- 
marily on a county-by-county comparison of economic activity factors. 
Within each county, the relative ability of each district is determined 
by computing its percentage cf the total property values on the county 
tax roll.^ This system has, at best, only a ramote correlation with a 



1 

Governor's Committee on Public School Education, Research Report 
No • V, Financing the Sys tem , Austin, 1969. 
2 

For a more detailed descr iption of the present system, see Richard 
L • Hooker, Issues in School Finance , A Texas Primer , Texas Association 
Q of School Boards, Austin, 1972. 
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district's tax-paying capacity, and it will not yield the kind of full 
value data per student on which the Court relied in the Rodriguez case. 
In addition, the present Economic Indsx-County Tax Roll system is under 
a separate attack in the federal courts in a case filed jointly by the 
Fort Worth, Dallas and Houston school districts. 

If the Rodriguez case is upheld, the Texas Legislature meeting in 1973 
will be faced with an almost impossible task of devising a school equal- 
ization formula combining state and local tax resources, unless tke 
Special Scosior, of the L ^.rj s 7 a ture meeting in the Summer of 1972 estar- 
I i s h c s a I 'Voces s fo v g a t h evin :j i n fo vmation o n t he propertu ta^^- has c i 
1 0 e J. I districts. 

To provide data f'^r comparing local tax-paying ability on an objective 
basis, two steps would be required: 

1. Some otate agency would have to be authorized to 
collect and analyze information on assessed values 
compared to sales prices of sample properties in 
every district, and to conduct supplementary studies 
on the level of as ssment used for those classes 

of property for which sales information cannot be 
obtained; and 

2, Some form of report on the sales price of property 
sold in each school district would be needed. In 
many states a small tax on real estate transfers 
has been levied for this purpose to replace the fed- 
eral documentary stamp tax which expired in 1968 , 
Such a tax has been considered by the T^xas J ^gisla- 
ture on several occasions, but has not een e *optG , 
An alternative might be for the state ojency ^ki ig 
assessment ratio studies to contact the buyers and 
sellers of property to determine the sales price , 
with the information supplied being held in confi- 
dence by the State. This is essentially what the 
Census Bureau does in the assessment ratio studies 
it conducts in some 2,000 local areas every five 
years. Another alternative that has been suggested 
would involve securing sales information, on a con- 
fidential basis, from the land title companies in 
the State. (Presumably, the title companies would 
be reimbursed for the information provided , ) 

A Uniformly Applicable Definition of the Local Tax Base . Of course, 
Texas has a uniform definition of property taxable by local school dis- 
tricts: everything not owned by an exempt organization such as a gov- 
ernmental, religious or charitable organization. "Everything" includes 
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all kinds of real and personal property - tangible and intangible. But 
the task of locating all such property and assessing and collecting the 
taxes due has proved to be impossible for every taxing jurisdiction in 
Texas. As a result, the property tax has become, in effect, a "local 
option" levy. 

Some districts tax land and improvements separately; others tax them on 
a single valuation. Some districts attempt to tax furniture, .automobiles, 
boats and other types of privately owned personal property; others tax 
only business -owned personalty. Some districts regularly reappraise 
real property (usually taking a quarter of the jurisdiction each year - 
a procedure now under court attack) ; other districts depend almost ex- 
clusively on the owner's statement (or rendition) of the value of his 
property. The list of option-^il approaches is almost endless. 

Presumably, the taxpayer and the school patron have recourse at the 
polls for any inefficiencies or injustices suffered at the hands of lo- 
cal school boards and assessors within a school district. But, when 
school district tax rolls become the basis for comparing local ability 
and determining the cunount of state aid needed to equalize revenue re- 
sources across the State (as the Rodriguez decision would require under 
a state-local system) , omissions of taxable property by a district would 
illligally and inequitably increase its share of state funds. 

If Rodriguez is upheld, and a joint state-local tax system is maintained 
for school purposes in Texas, it seems apparent that the school tax base 
no longer can be left to local option. To ensure a reasonable degree 
of uniformity, the State would have to: 

1. Define the tax base to include only those types of 

property which could be effectively located, appraised 
and assessed. This is primarily a problem of personal 
property and most especially intangible personal prop- 
erty - stocks, bonds, mortgages, bank accounts, the 
cash value of insurance policies, etc. The Constitu- 
tion requires that such property be valued and taxed 



I 

Intangible personal property listed in Article 7147 includes: all 
moneys^ credits , bonds and other evidences of debt owned by citizens of 
thiB State; . . . all moneys at interest . . . due the person, to be 
taxed over and above what he pays interest for,and all other debts due 
such person over and above his indebtedness ; all stock in turn-pikes / 
railroads, canals and otAer corporations (except national banks) out of 
Scate, owned by inhabitants of this State; and the income of any annuity , 
unless the capital of such annuity be taxed within this State; all shares 
in any bank organized or that may be organized under the laws of the 
United States . . . ." 

Article 7149 defines "credits" to include . . every claim and 
demand for money or other valuable thing, . . . and all claims and de- 
mands secured by deed or mortgage, due -or to become due." (Acts 1879). 
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along with all other forms of property , and many owners 
of conventional realty object to a measurement of the 
school tax base that would include their property at 
full market value while ignoring the de facto exemption 
of intangibles. Either the law should be made to con- 
form with practice or practice to conform with the. law. 

2, Once a decision has been- made on what legally should 
constitute the local school tax base, legridslation 
would be required to make it possible for local asses- 
sors to comply with the law. The nature and extent of 
these powers would depend largely on the nature of the 
tax base. If intangibles were included, some sort of 
reporting system would be required and the assessors 
probably would need the power to audit these reports. 
In some cases, it probably would be necessary to change 
the basis of assessment - for example, bank deposits 
and inventories might be valued on a yearly average 
rather than on a specific date in order to prevent ma- 
nipulation by the taxpayer. 

3, Local property tax administration would need to be sub- 
stantially improved. Larger and more efficient assess- 
ment jurisdictions and prof essionalization of local tax 
offices would be needed. 

4, Some degree of state supervision and control over the 
assessment and collection of the property tax would be 
required to ensure that each school district, in fact, 
is utilizing the full resources made available to it, 

A program of this nature would require substantial legislation and {prob 
ably) one or more constitutional amendments. The Legislative Property 
Tax Committee created by the 62nd Legislature might be the most appropri 
ate body to make specific recommendations along these lines to the next 
Regular Session.-^ 

Several suits filed both in state and federal courts in other states 
would require that all taxpayers be treated equally for the support of 
the common state purpose of public education. If upheld, these suits 
would make property tax administration reform mandatory. For example: 

1. In Illinois ( Nicholas V. Blase, et al,, v. State of 
Illinois, et al>, ), the plaintiff -taxpayer contends 
that he ia paying a higher tax for the education of 
children in his school district than are taxpayers 
in wealthier districts, 

2. In Indiana ( Gerald Perry, et al,, v. Edgar Whit- . 
comb, et al., ), plaintiff alleges that the Indiana 
constitution requires the state to provide a uniform 

'system of common schools and a uniform and equal rate 
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of asseesment and taxation. He asks that the defen- 
dants be temporarily and permanently enjoined from 
\ Qolteoting property taxes for public education^ 

3. In Kansas ( Michele Caldwell^ et al,^ v. State of 
Kansas y et al,^ )^ plaintiffs-taxpayer claims that the 
State of Kansas is prohibited by the U. S. and Kansas 
constitutions from collecting property taxes not based 
on uniform and equal rates of assessment. 

4. In New Jersey ( Robinson ^ et al,, v, Cahill, et al,/ ) , 
plaintiff argues that the system is unconstitutional 
because (1) it places an unequal tax biarden on the 
property owners who live in low-property-value dis- 
tricts^ and (2) district boundaries are so drawn that 
they deprive plaintiffs of the power to spend what 
they want on education. The New Jeroey Court held in 
favor of the plaintiffs ^ declaring the system based 
on property taxes to be unconstitutional and stating 
that "the State must finance a 'thorough and efficient' 
system of education out of State revenues raised by 
levies imposed uniformly on taxpayers of the same 
class. "-^ 

If one or more of these suits are upheld and made applicable to Texas, 
it would mean not only that every district would have to follow the 
same ground rules in determining what property is taxable, but it would 
mean also that taxpayers in different districts would have to pay at 
the same equalized rate for the support of the schools. In other words, 
if the owner of a $20,000 house in Dallas paid $200 in school property 
taxes (one percent of value) , the owner of a comparable house in Andrews 
would also have to pay $200, and the owners of industrial and commercial 
properties in those districts would also have to pay at the rate of one— 
percent, whatever that might be in actual taxes. 

Reducing the Variations in Per Capita Local Resources , It was pointed 
out earlier in this report that it would cost approximately $1.4 billion 
a year more- to bring the average level of revenue per pupil for all dis- 
tricts up to the level enjoyed by the Deer Park district in 1970-1971 
($1,277 per pupil) • It was noted also that the revenue per pupil in 
Andrews was $1,708 in 1970-1971, and even that figure was topped in a 
substantial number of districts* 

R<^ ^^driguez is upheld, the Court might accept as a "reasonably feasible" 
plan some state-local finance formula which would equalize resourct^^ for 
all but. a small percentage of the students in the State - particularly if 
those students were in districts where high costs were unavoidable. 
However, it would be almost impossible for the State to match the. con- 
tinuing potential infusion of local funds unless that potential is lim- 
ited in the more affluent districts. For example, Daer Park could have 
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The Lawyers' Committee for Civil Rightss under Law, Committee Re- 
port §7^ January 1972, 
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doubled its revenue per pupil in 1971-1972, and Katy (another district 
in Harris County) could have raised more than $4,000 per pupil. 

PRESENT STATE -LOCAL REVENUE POTENTIAL 
IN EXAMPLE HARRIS COUNTY SCHOOL DISTRICTS 

Estimated Pull Revenue at $1.50 State, Per 

Value/ADA* Rate/$100 Value Capita 'Aid Total 

Deer Park $170,000 $2,550 $129 $2,679 

Katy 250,000 4,125 129 4,254 



*Calci}lated from Assessment Ratio estimates compiled by the Tax Research 
Association of Houston and Harris County, Jnc* 



There are four possible approaches to redaction of the wide variations 
in local resource potentials: (1) legal limits on spending or taxing 
tied to the state-guaranteed program level; (2) realignment of taxing 
jurisdictions to equalize per-student wealth; (3) a requirement that 
more affluent districts return some portion of their local tax collec- 
tions to the State for reapportionment; or (4) modification of the local 
tax base to eliminate those cla.sses of property which produce the great- 
est disparities in wealth per pupil - such as oil and gas, standj.ng 
timber and/or major industrial installations'. These various options 
and their prospective impact on individual districts will be explored 
in the League's final report. 



A TIME FOR 
STABILITY 

If the Rodriguez decision is upheld by the U. S. Supreme Court, the Texas 
Legislature meeting in 1973 may be required to equalize school finance 
resources on a statewide basis. As already noted, such a requirement 
would pose the difficult choice of (1) requiring some districts to re- 
duce personnel and cut salaries so that expenditure levels could be 
raised in other districts; or (2) raising a lot more money to permit 
"leveling up" the poor districts to the rich district spending standard. 

The cost of "leveling up" could be increased substantially by actions 
of local school boards in the more affluent districts while the Rodriguez 
case still is pending. For example, it was estimated earlier that equal- 
ization at $100 above the state average in 1970-1971 would have covered 
more than 87 percent of the students at a cost of approximately $300 
million (providing that districts above that- level were not required to _• 
cut their spending) . That estimate could prove very conservative by 
1973-1974. 

The normal growth of the property tax base, coupled with enrollment sta- 
O y in most districts, will produce more local tax money per student 

ERIC 
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for the 1972-1973 school year. The Committee on Public School Education 
estimated that the total market value of property subject to school tax- 
es in Texas grows at an average rate of about $6 billion per year.-^ If 
the additional resources are used to add personnel and raise salaries^ 
it is quite likely that "leveling up" resources behind 87 percent of the 
students could cost mtich more than $100 per student - or a much larger 
total than $300 million. 

Unfortunately, many of the decisions affecting the 1972-1973 level of 
expenditure by local districts will have been made before the Legisla- 
ture could act in the Special Session beginning June 14, 1972. However, 
the Legislature might by resolution give notice to those districts at 
the top of the per-student-expenditure scale that further increases un- 
dertaken after September 1, 1972, would be subject to rollback, or off- 
set by reducing state aid, if the Rodriguez decision is upheld. 

The wage-price freeze established by President Nixon presumably will 
restrict increases in teacher salary schedules to 5.5 percent in the 
coming year. However, if that freeze were lifted, the 1972-1973 sched- 
ules might be subject to renegotiation before the Legislature meets 
again in January 1973. 

The Special Session of the Legislature might also consider declaring a 
moratorium on all local decisions establishing debt service obligations 
which the State might later be required to help finance (should taxes 
for such obligations be included in the equal-resources-per-child man- 
date of the court) . Local school boards now are free to build facili- 
ties according to any standards that local taxpayers can and will sup- 
port. If school construction and the repayment of construction debt 
become a part of a state-supported Foundation Program, standards of 
need and quality would have to be established to ensure equitable treat- 
ment for all districts. 

Any temporary freeze made effective September 1, 1972, could be lifted 
early in 1973 by the Legislature if the Rodriguez decision should be re- 
versed by the Supreme Court at its Fall 1972 session. 

By the time the Texas Legislature meets for its Regular Session in Jan- 
uary 1973, several far-ranging studies of the school finance problem 
(including the League's study) should be completed. In addition, a 
decision may have been made by the Supreme Court on the appeal of the 
Rodriguez case. Before the Legislature completes its work in 1973, the 
major options for meeting the State's school obligations should be clear- 
ly outlined and thoroughly debated. 

The prospects for effecting a responsible solution to Texas school fi- 
nance problems in 1973 will be improved substantially if officials at 
both the state and local levels refrain from any actions in the interim 
which might complicate future decisions. 
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Thi^ Governor ' s Committee on Public School Education., The Challenge 
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APPENDIX A 

FOUNDATION SCHOOL PROGRAM FINANCING 
STUDY OUTLINE 

1. What has been the effect of the 1969 school legislation to date? 

2. What are the prospective trends in schooX finance for this decade 
under current law? 

3. How could the State control the total cost of the Foundation Program? 

3.1 Elements of the program that might be eliminated or modified. 

3.2 Elimination of special subsidies for small school districts. 

3.3 Place a dollar- amount-per-student limit on Foundation Program 
costs . 

3.4 Modify the teacher salary provisions of the 1969 law. 

4. How could the State shift a larger portion of the total cost of the 
Foundation School Program to local school districts? 

4.1 Increase in local percentage share. 

4.2 Base local share on fixed tax rate times uniform assessments. 

4.3 Include all state-supported costs in the 80-20 division. 

4.4 Eliminate excess payments to budget-balance districts. 

5. How could the State undertake a larger share of school costs and be 
sure that this would be reflected in lower property taxes? 

5.1 Effect on different school districts of 100% financing of 
Foundation Program. 

5.2 Financial irnplications of 100% state-financed Foundation Program 
and 100% state-financed school system (as proposed by ACIR) . 

5.3 How to ensure property tax relief. 

********** 

- The TRL study will lay out alternatives; it will NOT make recommenda- 
tions. 

- Study will NOT examine the merits of educational program components • 

- Study will draw on relevsmt experiences in other states. 

- Pending court cases will be watched carefully and taken into account 
in report. 
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APPENDIX B 



The .indicated impact of equalization of 1970-1971 state and local school 
revenue at six different levels is listed in the following table by in- 
dividual school district for the 1,149 districts that levied local prop-' 
erty taxes that year. The first page shows amounts for the largest 
districts, for selected suburban districts, and for a few rural districts. 
As detailed on the first line of the table, the Houston ISD in 1970-1971 
had an average of $722 of state and local revenue per student (ADA) , giv- 
ing Houston a rank of 577 out of 1,149 districts (ranked from lowest to 
highest amount per ADA). Revenue includes receipts for debt service. 

If state and local revenue in 1970-1971 were distributed equally per 
child, Houston would have lost $3,674,300 - an amount equal to 2.5 per- 
cent of its total state and local revenue. Equalization at other levels 
would have provided Houston with additional revenue as shown in the re- 
maining five columns. 

These calculations have been made from data submitted in school audit 
reports to the Texas Education Agency without any adjustment for special 
situations, and thus are only indicative of the impact of possible equal- 
ization plans. Unusual local situations should be taken into account in 
evaluating the figures. For example, in "dependent" districts such as 
Bryan (Brazos County) the city sells and services school bonds, which 
amount is not included in the district's audit report and not counted 
herein. Also, some education services may be financed at the county lev- 
el and not reflected in the school's audit report. The transfer of stu- 
dents to other districts, especially by the 188 districts that operate 
less than 12 grades, may distort these calculations based on revenue per 
student. 

In these estimates of equalization costs, combined state and local rev- 
enue was used as the basis of the calculation rather than expenditure 
per student, because expenditure data were not sufficiently accurate and 
detailed to permit segregation of federal funds (which would not enter 
into a state equalization plan) . Revenue figures used in the calculation 
include receipts from debt service taxes for two reasons: (1) In the 
Rodriguez decision, the Court said that state officials must "reallocate 
the funds available for financial support of the school system, including, 
without limitation^ funds derived from the taxation of real property by 
school districts ..." and (2) Local tax receipts for operations and 
debt service could not be accurately separated in all cases. 
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7^^xa^^RetU7ih iiVgue " Member of the Boar4f upon his fetirement December 31. 1969, following 17 years as ^Tecut^e oirecfo^^f ^^^^ 



